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FURTHER COMMENTS OF THE SOUTHERN NEW ENGLAND TELEPHONE
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The Southern New England Telephone Company (SNET) respectfully submits

these further comments on specific questions in the Federal Communications

Commission’s (Commission) NPRM on Universal Service ' SNET generally concurs with

the USTA response being filed today Additionallv, we will address specific areas in

which our Connecticut experience may be of value to the Joint Board and the

Commission.

I. Summary of SNET Responses to Specific Questions on Universal Service

We urge the Commission to allow the states maximum flexibility in instituting

universal service programs. The federal universal service program should be transitioned.

as competition increases. to culminate in an end tiser income-based assistance program

only The Commission should address universal service as it relates to interstate services

and allow the states to address intrastate universal service needs
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Connecticut enacted Public Act 94-83 over two vears ago That law mandated
that all telecommunications markets in the state open to competition. To date the state
has thirteen providers certified for local service and over 120 providers certified to provide
intrastate/intralata toll service. Additionallv. SN¥T has participated in numerous
programs in the past to support telecommunications in the educational community of the
state. This commitment will be fully realized rhis fall with our participation in the
ConneCT ‘96 effort which will provide Internet access to schools and libraries in the state.

Connecticut is not unique among states ir bringing competition to the
telecommunications marketplace. Other state legislatures and commissions have sought
goals similar to the Federal Telecommunications Act of 1996. Therefore, the Commission
should set the minimum standards necessarv to meet the requirements of the Act and allow
the states to implement additional standards as thev deem necessary. The states have been
allowed in the past, and must continue in the future to be allowed, to evaluate, and
establish where necessary, additional universal service mechanisms which meet the goals
of the Act as they apply to state services The Commission should ensure only that those

goals are met as they relate to interstate services

I1. Responses to Specific Questions:

18.  What states have established discount programs for telecommunications services
provided to schools, libraries, and health care providers? Describe the programs,
including the measurable outcomes and the associated costs.

In Connecticut. SNET has committed to participating in the ConneCT ‘96

initiative that is being administered by a statewide steering committee. SNET has agreed
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to provide Internet service, free of charge for the 1996-1997 school vear, to every school
and public library in Connecticut in an effort to help bring Connecticut students, educators
and residents further into the Information Age

Since 1988, SNET has been proactively supporting the use of telecommunications
by public schools through the Links to Learning nrogram  This program provides “seed”
money which enables schools to implement telecommunications based projects in their
classrooms via a competitive grant offering  Since 1988. over 20 schools have
participated in the program As a measure of the effectiveness of the program, we
conducted a very informal survey in 1993 1o determine if projects initially funded through
SNET were being continued at the school’s expense Based on responses to that informal
survey, it was apparent that the vast majority of schools introduced to telecommunications
via the SNET Links to Learning program continued to support telecommunications
projects at their own expense.

The Connecticut Department of Economic Development is currently implementing
a project in the New Haven County area called Knowledge Plus (K+). This project will
provide Internet access at a rate of S6kbps to approximately 150-200 sites (including
municipal offices, libraries. and schools) in approximately fourteen communities. The sites
pay a monthly fee to cover the operating costs ot the telecommunications links and
Internet services

In its 1996 fiscal year, the State of Connecticut legislature approved a total of
$10.4 million for school infrastructure grants to #nable schools to upgrade their internal

wiring. Studies performed by the Connecticut Education Association and the Connecticut



Association of Boards of Education found that state school buildings lacked the capabilitv
to support the use of technology The grant program was established to provide funding
to schools on a competitive basis. A maximum of $250.000 per school was mandated.
Additionally, the State has established a telecommunications task force to review and
recommend funding strategies for educational technology

26. __ Ifthe existing high-cost support mechanism remains in place (on either a

permanent or temporary basis). what modifications, if any, are required to comply with the
Telecommunications Act of 19967

The existing high cost support mechanism should be reformed to narrow its focus
to only those high-cost areas that have costs significantly above the national average.
Funding for high-cost areas should principally rest with the states. with the federai funding
targeted only to extremely high cost areas in which competition has not yet evolved.

As we have stated i our Comments and Reply Comments filed in this Docket, the
majority of the universal service support responsibility should be left to the states, with
only a minimum federal fund. Therefore. the existing high cost support mechanism should
be transitioned to provide interstate funding for only extremely high cost areas, with the
affected states instituting support mechanisms to the extent they deem appropriate. These
issues are best left to the states for two principle reasons

First, there are varying levels of competition among the states. Some states have
yet to experience any competition while other states are being courted by competitors in
all markets. For example, the Connecticut telecommunications market is very different
from that of most other states. Within the past two vears. Connecticut has opened all of

its telecommunications markets to competition To date we have thirteen providers



certified to provide local service and over 120 providers certified for intrastate/intralata
toll service. We urge the Commission to consider the variety of individual state
telecommunications markets in developing anv proposal to implement a nationwide
universal service mechanism that comports with the Act The extent to which competition
is a reality directly affects the ability of historical pricing policies to sustain uneconomic
subsidies in lieu of an explicit universal service fund We recommend that the Commission
minimize the federal component of universal service support in order to allow the states
flexibility in addressing their unique universal service circumstances Any federal universal
service program that extends beyond the interstate wurnisdiction could result in a transfer of
wealth from one state r¢ another which clearly is not desirable in meeting the objectives of
the Act. The Commission should only address the universal service needs from an
interstate perspective and allow the States to address state universal service requirements.
Second, some states have made major strides toward “rebalancing” rates and hence
minimize existing subsidies Such states are likelv to have relatively little need for a fund,
while others may have a significant need State ommissions are in the best position to
make the necessary judgment based on local conditions.
28. What are the potential advantages and disadvantages of basing the payments to

competitive carriers on the book costs of the incumbent local exchange carrier operating
in the same service area”

As we have previously stated, the determination as to the appropriate manner in
which to base universal service payments is best addressed at the state level The nature
of this question onlv serves to prove this point Please see our response to question 26

above.



29 Should price cap companies be eligible for high-cost support, and if not, how
would the exclusion of price cap carriers be consistent with the provisions of section
214(e) of the Communications Act? In the alternative, should high-cost support be
structured differently for price cap carriers than for other carriers’

Price cap companies should not be eligible for high-cost support unless they meet
the high-cost support test for their entire service area Such an approach would be
consistent with the Act since services and rates in high-cost areas could be averaged to
achieve rates reasonablv comparable to urban areas

The states should be allowed to determine the appropriateness of any high-cost
fund for their state and can then further address this issue. Please see our response to
question 26 above
30.  If price cap companies are not eligible for support or receive high-cost support on
a different basis than other carriers, what should be the definition of a “price cap”
company? Would companies participating in a state, but not a federal, price cap plan be
deemed price cap companies? Should there be a distinction between carriers operating

under price caps and carriers that have agreed, for a specified period of time, to limit
increases in some or all rates as part of a “social contract” regulatory approach?

For a federal universal service mechanism. price cap companies should be defined
as those companies under price cap regulation at the federal level, allowing the states to
determine the appropriate regulation for their companies independent of federal universal
service eligibility criteria As we have previoush suggested. universal service plans should
be minimized at the federal level to allow states 10 address universal service based on the
unique situations in each state. Once again. the nature of this question only serves to
prove this point. Please see our response to question 26 above.

32. __ If such a bifurcated approach is used, should those carriers initially allowed to use
book costs eventually transition to a proxy system or a system of competitive bidding? 1f
these companies are transitioned from book costs, how long should the transition be?

What would be the basis for high-cost assistance to competitors under a bifurcated
approach, both initially and during a transition period?




In order for anv support system to meet the mandate of competitive neutrality as
contained in the Act. all telecommunications providers must be treated equally Therefore.
any approach to provide support must be adopted tor all companies. including incumbent
providers. A transition pertod of five vears would be appropnate Also, please see our

response to question 26 above.

71 Should the new universal service fund provide support for the Lifeline and Linkup
programs, in order to make those subsidies technologically and competitively neutral? If

subscriber line charge”

At this time the Commission should not change the Lifeline and Linkup programs
in any way. Changes to these programs are not mandated by the Act Furthermore, the
proposed changes to the existing universal service mechanisms presently under discussion
are extremely comprehensive in nature and would be better served by not trying to make
them even more all encompassing. The Lifeline and Linkup programs are the only
programs explicitly targeted to end users, and should remain intact as examples of
appropriate federal programs, while transitioning other universal service mechanisms to
the state jurisdictions

Respectfully submitted.

The Southern New England Telephone Company
By:- l i R LR

Anne U MacClintock
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